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Abstract: Islamic banks are banks that carry out their business activities based on the 
principles of Islamic law in muamalah activities based on fatwas issued by the National Sharia 
Council of the Council of Indonesian Religious Leader. The rapid development of Islamic 
banking in the national banking system is inseparable from the trust given by the Indonesian 
people who are predominantly Muslim. To maintain public trust, Islamic banks must be 
monitored, both the operational system and its compliance with sharia principles and 
applicable laws and regulations. The problem discussed in this research is how is supervision 
of Islamic banking based on Law Number 21 of 2011? The method used in this research is 
normative legal research using the regulatory approach. Based on Law Number 21 of 2011, the 
Financial Services Authority has the authority to supervise Islamic banks including Islamic 
bank institutions, Islamic bank health, prudential aspects of Islamic banks, and Islamic bank 
checks. 
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Introduction 
Banks are financial institutions whose business activities collect funds from the public and 
redistribute the funds to the public and provide financial services [1]. In the banking system in 
Indonesia, banks are divided into conventional banks and Islamic banks [2]. Conventional banks are 
banks that carry out conventional business activities, while Islamic banks are banks that carry out their 
business activities based on the principles of Islamic law in muamalah activities based on fatwas 
issued by the National Sharia Council of the Council of Indonesian Religious Leader. 
The main activities of banks, both conventional banks and Islamic banks, are to raise funds and 
channel funds. The bank collects funds from the public in the form of savings, deposits, and demand 
deposits on the principle of trust. That is, customers are willing to save their money in the bank 
because they believe that their money security is guaranteed. The bank then channeled the funds it had 
collected to the public in the form of credit on the principle of trust. That is, the bank believes that the 
customer will return the money borrowed even though it is gradually in accordance with the 
agreement. Therefore, banks are known as trust institutions. 
In 1998, the Indonesian people lost confidence in banks at the time of the global economic 
crisis. The global economic crisis has become a collapse for the national banking system, especially 
for conventional banks. The real evidence that was caused was, among others, the freezing of 38 
commercial banks, including Ciputra Bank, Ganesha Bank, Pesona Bank, Alfa Bank, Aspac Bank, and 
so on. Furthermore, there are 7 commercial banks taken over by the government, namely RSI Bank, 
Putera Sukapura Bank, POS Bank, Artha Pratama Bank, Nusa Nasional Bank, Jaya Bank, and IFI 
Bank. In addition, there are also 4 state-owned commercial banks, namely the Trade Bank, the 
Indonesian Export Import Bank, Bumi Daya Bank, and the Indonesian Development Bank which were 
merged to become Mandiri Bank. At the same time, Bank Muamalat Indonesia as the only Islamic 
commercial bank in Indonesia turned out to be in a stable state. 
Islamic banks are financial institutions that have long been awaited by Indonesian people who 
are predominantly Muslim. However, the idea of establishing Islamic banks began in 1990. On August 
18-20, 1990, the Council of Indonesian Religious Leader took the initiative to hold a “Bank Interest 
and Banking Workshop” in Bogor, West Java. The results of these activities were then discussed in 
greater depth at the 4th National Conference of the Council of Indonesian Religious Leader on August 
22-25, 1990 in Jakarta. One of the decisions of the deliberation was to form a committee for the 
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establishment of Islamic banks in Indonesia. After about a year of work, the committee for the 
establishment of the Islamic bank finally succeeded in establishing Bank Muamalat Indonesia on 
November 1, 1991 as the first Islamic bank in Indonesia [3]. 
The initial development of Islamic banks in the national banking system was responded quickly 
by the government. On March 25, 1992, Law Number 7 of 1992 was passed, replacing Law Number 
14 of 1967 to accommodate the establishment of Islamic banks in Indonesia. After that, some of 
Islamic rural banks were established, namely the Islamic rural banks of Berkah Amal Sejahtera, the 
Islamic rural banks of Dana Mardhatillah, and the Islamic rural banks of Amanah Rabaniah in 
Bandung, as well as the Islamic rural banks of Hareukat in Aceh. 
The ineffectiveness of the health level of Bank Muamalat Indonesia by the global economic 
crisis that occurred in 1998 made the global economic crisis a starting point for the development of 
Islamic banking in Indonesia. Some conventional banks, both state-owned and private banks, began to 
develop their businesses by establishing Islamic banks, such as Mandiri Sharia Bank which was 
established in 1999, Permata Sharia Bank which was established in 2002, Mega Sharia Bank which 
was established in 2004, BRI Sharia which was established in 2008, Bukopin Sharia Bank which was 
established in 2008. 
Responding to the rapid development of Islamic banking in the national banking system, then 
Law Number 21 of 2008 was passed on July 16, 2008 as a separate legal basis for Islamic banks. 
The rapid development of Islamic banking in the national banking system is inseparable from 
the trust given by the Indonesian people who are predominantly Muslim. To maintain public trust, 
Islamic banks must be monitored, both the operational system and its compliance with sharia 
principles and applicable laws and regulations. 
Article 50 of Law Number 21 of 2008 states that guidance and supervision of Islamic banks is 
carried out by Bank Indonesia. Coaching carried out by Bank Indonesia covers various aspects, 
namely Islamic bank institutions, Islamic bank ownership and management (including fit and proper 
tests), Islamic bank business activities, Islamic bank reporting, and other aspects related to Islamic 
bank operational activities. Supervision carried out by Bank Indonesia covers two aspects, namely 
indirect supervision in the form of Islamic bank reports and direct supervision in the form of checks in 
Islamic bank offices. 
In fact, Bank Indonesia also supervised conventional banks. The difference between 
conventional banks and Islamic banks in terms of supervision is that in addition to being supervised by 
Bank Indonesia, Islamic banks are also supervised by the Sharia Supervisory Board. 
Article 32 of Law Number 21 Year 2008 is specifically explained regarding the Sharia 
Supervisory Board. The Sharia Supervisory Board is required to be formed on Islamic banks and 
appointed by the General Meeting of Shareholders on the recommendation of the Council of 
Indonesian Religious Leader. The Sharia Supervisory Board is in charge of providing advice to the 
directors of Islamic banks and overseeing the activities of Islamic banks to conform to sharia 
principles. This provision emphasizes that supervision of Islamic banking is carried out not only in 
terms of legal compliance with applicable laws and regulations, but also in terms of sharia principles 
that are implemented. 
Since January 1, 2014, the task of supervision of Islamic banks conducted by Bank Indonesia 
was taken over by the Financial Services Authority after the enactment of Law Number 21 of 2011. 
From the background described above, the problem that will be discussed in this research is 
how is supervision of Islamic banking based on Law Number 21 Year 2011? 
Method of Research 
Legal research is a scientific activity based on methods, systematics, and certain thoughts that 
aim to study one or several symptoms of a particular law by analyzing it [4]. The method used in this 
research is normative legal research using the regulatory approach, namely Law Number 21 of 2011. 
Normative legal research is a process of finding legal rules, legal principles, and legal doctrines to 
answer legal issues faced [5]. The data sources used in this research are secondary data, namely data 
obtained from legislation, scientific journals, and legal literature. The data collection technique used in 
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this research is library research. The data analysis technique used in this research is qualitative 
analysis. 
Result of Research and Discussion 
The Financial Services Authority is an institution that is independent and free from the 
interference of other parties that have functions, duties, and authority to regulate, supervise, audit and 
investigate financial services institutions such as banking, capital markets, insurance, pension funds, 
financial institutions, and institutions other financial services. 
The birth of the Financial Services Authority was motivated by the many cross-sectoral 
problems in the financial services sector between banks, capital markets, insurance, pension funds, 
financial institutions, and other financial service institutions so that the establishment of supervisory 
institutions in the integrated financial services sector was needed. Therefore, on November 22, 2011 
Law Number 21 of 2011 was ratified. 
The Financial Services Authority was formed with the aim that all activities in the financial 
services sector be organized regularly, fairly, transparently and accountably; able to realize a financial 
system that grows sustainably and stably; and able to protect the interests of consumers and society. 
The Financial Services Authority has the function of organizing an integrated system of 
regulation and supervision of all activities in the financial services sector, including Islamic banking. 
After the enactment of Law Number 21 of 2011, supervision of Islamic banking has shifted from Bank 
Indonesia to the Financial Services Authority. Although Law Number 21 of 2011 was ratified on 
November 22, 2011, supervision of Islamic banking began to be effectively implemented by the 
Financial Services Authority from January 1, 2014. 
Based on Law Number 21 of 2011, the Financial Services Authority has the authority to 
supervise Islamic bank institutions, which include: 
a. Licensing for the establishment of Islamic banks, opening of Islamic bank offices, Islamic bank 
articles of association, Islamic bank work plans, Islamic bank ownership, Islamic bank 
management and human resources, Islamic bank mergers, Islamic bank consolidation and 
acquisition, and revocation of Islamic bank business licenses. 
b. Islamic banking business activities that include funding sources, provision of funds, hybrid 
products, and activities in the service sector. 
In addition, Law Number 21 Year 2011 states that the Financial Services Authority has the 
authority to supervise the health of Islamic banks, which includes: 
a. Liquidity, profitability, solvency, asset quality, minimum capital adequacy ratio, maximum lending 
limit, ratio of loans to deposits, and reserve of Islamic banks. 
b. Reports related to the health and performance of Islamic banks. 
c. Debtor information system of Islamic banks. 
d. Testing of Islamic bank loans. 
e. Accounting standards for Islamic banks. 
Law Number 21 Year 2011 also gives authority to the Financial Services Authority in 
supervising the prudential aspects of Islamic banks, which include risk management, governance, the 
principle of knowing customers and anti money laundering, and preventing financing of terrorism and 
banking crime. 
The final authority of the Financial Services Authority in supervising Islamic banks as regulated 
by Law Number 21 Year 2011 is conducting an examination of Islamic banks. 
Supervision of Islamic banking institutions, Islamic bank health, prudential aspects of Islamic 
banks, and Islamic banking checks are the scope of microprudential supervision which is the duty and 
authority of the Financial Services Authority. The supervision other than the duties and authority of 
the Financial Services Authority is the scope of macroprudential supervision which is the duty and 
authority of Bank Indonesia. In the context of implementing macroprudential supervision by Bank 
Indonesia, the Financial Services Authority can assist with moral appeal to all Islamic banks in 
Indonesia. 
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Conclusion 
Islamic banks are banks that carry out their business activities based on the principles of Islamic 
law in muamalah activities based on fatwas issued by the National Sharia Council of the Council of 
Indonesian Religious Leader. The rapid development of Islamic banking in the national banking 
system is inseparable from the trust given by the Indonesian people who are predominantly Muslim. 
To maintain public trust, Islamic banks must be monitored, both the operational system and its 
compliance with sharia principles and applicable laws and regulations. Based on Law Number 21 of 
2011, the Financial Services Authority has the authority to supervise Islamic banks including Islamic 
bank institutions, Islamic bank health, prudential aspects of Islamic banks, and Islamic bank checks. 
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